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We are certified public accountants licensed to practice in Michigan.
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were coliected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory reguirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulfetin for
Audits of Local Units of Gavernment in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED. '

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement’ #7 and other generally
accepted accounting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.
To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.
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INDEPENDENT AUDITORS' REPORT

To the Board of County
Road Commissiocners
Livingston County
Howell, Michigan

We have audited the accompanying basic financial statements
(as listed in the table of contents) of Livingston County Road
Commigsion, a component unit of Livingston County, as of and for
the year ended December 31, 2007. These financial statements are
the responsgsibility of Livingston County Road Commission's
management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and with the
standards as provided in Public Act 71 of 1919, as amended, being
Section 21.41 of the Michigan Compiled Laws. Those standards
regquire that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of
Livingston County Road Commission as of December 31, 2007, and the
changes in financial position for the year then ended in conformity
with accounting principles generally accepted in the United States
of America.



To the Board of County 2
Road Commissioners

Management's discussion and analysis {pages 3-14) and the budgetary
comparison information (pages 42-45) are not required parts of the basic
financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America.
We have applied certain limited procedures which consisted principally of
inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

Qur audit was conducted for the purpose of forming an opinion on the
financial statements that collectively comprise Livingston County Road
Commission's basic financial statements taken as a whole. The introductory
section, budgetary comparison information and other supplemental
information are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The introductory section,
budgetary comparison information and other supplemental information have
not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

6“@ U‘Z/}\M .(j(o. pC.
; )
Howell, Michigan

June 3, 2008



LIVINGSTON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended December 31, 2007
(Unaudited)

Our discussion and analysis of Livingston County Road Commission’s
financial performance provides an overview of the Road Commission’s
financial activities for the calendar year ended December 31, 2007.
This annual report consists of a series of financial statements. The
Statement of Net Assets and the Statement of Activities provide
information about the activities of the Road Commission and present a
long-term view of the Road Commission’s finances. Fund financial
statements tell how these services were financed in the short-term, as
well as what remains for future spending. Fund financial statements
also report the Road Commission’s operations in more detail than the
government -wide financial statements.

Overview of the Financial Statements

This annual report consists of four parts — management’s discussion
and analysis (this section), the basic financial statements, required
supplementary information, and an additional section that presents the
operating fund broken down among primary, local and county funds. The
basic financial statements include two kinds of statements that
present different views of the Road Commission:

. The first two statements are government-wide financial statements
that provide both long-term and short-term information about the
Road Commission’s overall financial status. These statements report
information about the Road Commission as a whole using accounting
methods similar to those used by private-sector companies. The
Statement of Net Assets includes all the Road Commission’s assets
and liabilities. All of the current year’s revenues and expenses
are accounted for in the Statement of Activities regardless of when
cash is received or paid. The two government-wide statements report
the Road Commission’s net assets and how they have changed. “Net
assets” is the difference between the assets and liabilities. This
is one way to measure Livingston County Road Commission’s financial

health or position.

. The remaining statements are fund financial statements that focus
on individual funds, reporting the operations in more detail than
the government-wide statements.



LIVINGSTON COUNTY ROAD COMMISSION 4

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2007
(Unaudited)

Reporting the Road Commission as a Whole

Government -Wide Statements

The Statement of Net Assets and the Statement of Activities report
information about the Road Commission as a whole and about its activities
in a way that helps answer the question of whether the financial status of
the Road Commission, as a whole, is better off or worse off as a result of
the year’s activities. The Statement of Net Assets includes all of the
Road Commigsion‘’s assets and liabilities using the accrual basis of
accounting, which is similar to the accounting method used by most
private-sector companies. All of the current year’s revenues and expenses
are accounted for in the Statement of Activities regardless of when cash
is received or paid.

The two statements mentioned above report the Road Commissicon’s net assets
and how they have changed. The reader can think of the Road Commission’s
net assets (the difference between assets and liabilities) as one way to
measure the Road Commission‘’s financial health or financial position. Over
time, increases or decreases in the Rocad Commission’s net assets are one
indicator of whether its financial health is improving or deteriorating,
respectively. To assess the overall health of the Road Commission,
additional nonfinancial factors such as changes in the county’s
development and growth, the condition of the Road Commission’s roads, and
changes in the law related to motor vehicle taxes and its distribution
need to be considered.

Fund Financial Statements

The Road Commission currently has three funds, the special revenue fund,
the debt service fund, and the fiduciary fund.

All of the Road Commission’s activities are accounted for in the special
revenue fund. The debt service fund accounts for the capital lease
payments to the Livingston County Building Authority. These funds are
governmental fund types. Our analysis of the Road Commission’s major fund,
the special revenue fund, begins on page 8. The fund financial statements
begin on page 16 and provide detailed information about the major fund.

Governmental funds focus on how money flows into and out of the funds and
the balances left at year end that are available for spending. These funds
are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can
readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the Road Commission’s general governmental



LIVINGSTON COUNTY ROAD COMMISSION 5

MANAGEMENT'’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2007
(Unaudited)

Reporting the Road Commission as a Whole (Concluded)

Fund Financial Statements (Concluded)

operations and the basic service it provides. Governmental fund
information helps the reader to determine whether there are more or fewer
financial resources that can be spent in the near future to finance the
Road Commission’s services. We describe the relationship (or differences)
between governmental activities (reported in the Statement of Net Assets
and the Statement of Activities) and the governmental funds in a
reconciliation following the fund financial statements.

The fiduciary fund statements provide financial information about

activities for which Livingston County Road Commission acts solely as a

trustee or agent for the benefit of the employees of the Road Commission.
Financial Analysis of the Road Commission as a Whole

The Road Commission’s net assets increased approximately 0.95%, or

$1,151,261, from $120,995,723 to $122,146,984 for the year ended December

31, 2007. The net assets and change in net assets are summarized below.

Net Asgsets

Restricted net assets are those net assets that have constraints placed on
them either: a) externally imposed by creditors, grantors, contributors,
or laws or regulations of other governments; or b) imposed by law through
constitutional provisions or enabling legislation. Enabling legislation
authorizes the government to assess, levy, charge or otherwise mandate
payment of resources and includes a legally enforceable requirement that
those resocurces be used only for the specific purpose stipulated in the
legislation. As such, all assets (except for assets invested in capital
fixed assets, net of related debt) are considered restricted. The
restricted net assets increased $59,864 during 2007.

The investment in capital fixed assets, net of related debt, increased by
$393,848. The increase in net assets is primarily the result of the
increase in infrastructure of $7,535,662 for the year 2007.



LIVINGSTON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2007
(Unaudited)

Financial Analysis of the Road Commission as a Whole (Continued)

Net Assets (Concluded)

Net assets as of December 31, 2007 and 2006 are as follows:

Current and Other Assets
Capital Assets, Net

Total Assets

Long-Term Debt Outstanding
Other Liabilities

Total Liabilities
Net Assets
Invested in Capital Fixed
Assets Net of Debt

Restricted

Total Net Assets

2007

2006

$ 6,310,459
120,028,500

126,338,959

6,455,022
119,634,652

126,085,674

3,877,961 4,566,250
314,014 527,701
4,181,975 5,093,951

116,551,613
5,585,371

$122,146,984

115,460,216
5,535,507

120,985,723

(This section intentionally left blank.)



LIVINGSTON COUNTY ROAD COMMISSION

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2007
(Unaudited)

Financial Analyeis of the Road Commission as a Whole (Continued)

Change in Net Assets

A comparative summary of changes in net assets for the years ended
December 31, 2007 and 2006, is as follows:

Governmental Activities

12/31/07 12/31/06
Program Revenues:
State grants $13,862,150 12,365,237
Federal grants 1,423,888 1,858,184
Charges for services 7,728 32,012
Contributions from local units 2,239,032 3,096,540
Interest income 29,309 34,819
Investment income 142,198 128,600
Other revenues 251,720 6,969,652
General Revenue:
Gain on equipment disposal 243,533 82,504
Total Revenues 18,239,598 24,607,548
Expenses:
Public works 16,896,352 15,454,652
Interest expense 181,985 214,825
Total Expenses 17,088,337 15,665,477

Increase in Net Assets $ 1,151,261 8,938,071




LIVINGSTON COUNTY ROAD COMMISSION 8

MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2007
(Unaudited)

Financial Analysis of the Road Commission as a Whole (Continued)

The Road Commission’s Fund

The Road Commission’s special revenue fund is used to control the
expenditures of Michigan Transportation Fund monies distributed to the
county which are earmarked by law for road and highway purposes.

For the year ended December 31, 2007, the fund balance of the special
revenue fund increased $232,818, as compared to a decrease of $219,89%6 in
the fund balance for the year ended December 31, 2006. Total operating
revenues were $18,416,875, a decrease of $183,544 as compared to last
year. This change in revenues resulted primarily from a decrease in
contributions from local units of $857,508.

For the year ended December 31, 2007, total expenditures were $18,512,008,
a decrease of $308,307, as compared to last year. There was an increase in
net capital outlay in the amount of $13,306 from the prior year.

A summary of changes in the Operating Fund is shown on the following page.

(This section intentionally left blank.)



LIVINGSTON COUNTY ROAD COMMISSION 9
MANAGEMENT 'S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2007
{Unaudited)

Financial Analyeis of the Road Commission as a Whole (Concluded)

The Road Commission's Fund (Concluded)

12/31/2007 12/31/2006 Variance Variance %
Revenuesg:
State grants 13,862,190 12,365,237 1,496,953 12,11 %
Federal grants 1,423,888 1,898,184 {474,296) (24.99)
Charges for services 7,728 32,012 (24,284) (75.86)
Contributions from local units 2,328,999 3,186,507 (857,508) (26.91)
Special assessments 68,918 36,395 32,523 89.36
Interest income 29,309 34,819 (5,510) {15.82)
Investment income 142,198 128,600 13,598 10.57
Proceeds from disposal of assets 285,925 82,504 203,421 246.56
Other revenues 267,720 836,161 (568,441) {67.98}
Total revenues 18,416,875 18,600,419 (183,544) {(0.99)
Expenditures:
Primary road 7,987,457 6,422,478 1,564,979 24.37
Local road 6,916,958 9,117,248 (2,200,250) (24.13)
Primary road structures 1,737,594 949,475 788,119 83.01
Local road structures 68,806 212,116 (143,310} {67.56)
Roadside parks 4,531 5,286 {755} (14.28)
Equipment (35,636) 580,506 (616,142) (106.14)
Administrative 859,167 744,706 114,461 15.37
Capital outlay {248,127) (234,821) (13,306} 5.67
Debt service:
Principal retirement 1,034,042 802,702 231,339 28.82
Interest and fiscal charges 187,176 220,618 (33,442) (15.16)
Total expenditures 18,512,008 18,820,315 (308,307) {1.64)
Excess (deficiency) of revenues
over (under) expenditures (95,133) (219,896} 124,763 (56.74)
Other financing sources (uses):
Proceeds from lease purchase agreement 327,951 - 327,951 -
Operating transfers in 535,753 530,830 4,923 0.93
Operating transfers out (535, 753) (530,830) (4,923) {0.93)
Total other fimancing
sources (uses) 327,551 - 327,951 -
Excess (deficiency) of revenues
and other sources over {under)
expenditures and cther uses 232,818 (219,896} 452,714 (205.88)
Fund balances - beginning 5,322,073 5,541,969 (219,896) (3.97)
Fund balances - ending 5,554,891 5,322,073 232,818 4.37
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2007
(Unaudited)

Budgetary Highlights

Prior to the beginning of any year, the Road Commission’s budget is
compiled based upon certain assumptions and facts available at the time.
During the year, the Board of County Road Commissioners acts to amend its
budget to reflect changes in these original assumptions, facts and/or
economic conditions that were unknown at the time the original budget was
compiled. In addition, by policy, the Board reviews and authorizes large
expenditures when requested throughout the year.

The final amended revenue budget for 2007 was $2,748,970 higher than the
original budget primarily due to the Road Commission receiving additional
township contributions. The actual revenue recognized during 2007 was
higher than the final amended budget by $126,367.

The final amended expenditure budget for 2007 was $2,897,528 higher than
the original budget primarily due to higher than anticipated local road
maintenance costs. The actual expenditures recognized during 2007 were
less than the final amended budget by $288,278. There were some
unfavorable variance expenditure line-items as disclosed in Note 15 of the
financial statement notes.



Capital Assets

LIVINGSTON COUNTY ROAD COMMISSION

(Unaudited)

MANAGEMENT 'S DISCUSSION AND ANALYSIS (Continued)

For the Year Ended December 31, 2007

Capital Assets and Debt Administration

11

As of December 31, 2007, the Road Commission had invested $120,028,500 in capital

assets. This amount represents a net increase

of $393,848 or 0.33% as follows:

Capital assets not being

depreciated:

Land and improvements
Land easements/right-of-way

Subtotal

Capital assets being

depreciated:
Buildings

Road equipment
Office equipment
Engineering equipment
Shop equipment

Yard and storage
Infrastructure
Depletable assets

Subtotal

Total capital assets
Total accumulated depreciation

Total net capital assets

(including additicns and

deductions)

12/321/07 12/31/06 Variance Variance %
s 267,939 267,939 - - ¥
25,097,998 25,064,777 33,221 0.13
25,365,937 25,332,716 33,221 0.13
7,008,423 7,008,423 - 0.00
8,645,627 8,897,575 (251,548) (2.83)
208,729 195,200 13,529 6.93
534,055 460,872 73,183 15.88
110,472 110,472 - -
71,497 71,497 - -
160,198,728 152,663,066 7,535,662 4.94
488,543 488,543 - -
177,266,074 169,855,648 7,370,426 4.34
202,632,011 195,228,364 7,403,647 3.79
82,603,511 75,593,712 7,009,798 9.27
3 120,028,500 119,634,652 393,848 0.33

The Road Commission reported the infrastructure acquired during the current year
in the amocunt of $7,535,662. The infrastructure recorded is depreciated over the
estimated useful lives of the infrastructure assets using the half-year convention
of straight-line depreciaticn. The infrastructure is financed through federal,
state, and local contributions.
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MANAGEMENT’ S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2007
{(Unaudited)

Capital Assets and Debt Administration (Concluded)

Capital Assets (Concluded)

This year’s major capital asset additions included the following:

Bridge construction $1,763,486
Various reconstruction projects,
easements and right-of-way 5,805,397
Other equipment 853,212
Total additions $8,422,095

Each year the Road Commission disposes of obsolete and worn out equipment.
During 2007, the Road Commission traded in and/or disposed of fully
depreciated road equipment with a net book value of $42,392.

Debt

At the year end, the Road Commission had $3,483,436 in bonds, sewer
assessments, and installment purchase agreements versus $4,189,525 as of
December 31, 2006, a decrease of 16.85% as shown below:

12/31/07 12/31/06 Decrease Decrease %
Bondsg payable $ 870,000 1,135,000 265,000 23.35%
Sewer asseggment 6,548 15,089 8,541 56.60
Capital lease
agreements 2,606,888 3,039,436 432,548 14.23
Total 53,483,436 4,189,525 706,089 16.85

Other obligations include accrued vacation pay and sick leave. More
detailed information about the Road Commission’s long-term liabilities is
presented in Note 8 of the financial statement notes.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
For the Year Ended December 31, 2007
(Unaudited)

Economic Factors and Next Year’s Budget

The Board of County Road Commissioners considered many factors when
setting the fiscal year 2008 budget. One of the factors is the economy.
The Road Commission derives approximately 60%-70% of its revenues from the
motor vehicle tax collected. Using Michigan Department of Transportation
projection, it is estimated that the Road Commission will receive at least
4.0% fewer Michigan Transportation Fund revenues in 2008 as in 2007. A
recent independent report from the Citizens Research Council of Michigan
confirmed that Livingston County receives the least funding per capita of
any county in Michigan. The Road Commission received approximately 13% of
its revenues from township contributions during 2007. This amount
fluctuates with the approved road projects and depends on which townships
choose to participate and how much the townships can afford to contribute.
During 2008, we expect to receive at least $5,800,000 in federal and state
grants for road projects. Of this amount, $5,000,000 is a one-time federal
grant.

The above items were considered when adopting the budget for 2008. Amounts
available for appropriation in the budget are $21,129,169, an increase of
2.5% over the 2007 final amended budget of $20,617,106.

Additional Information

The Governmental Accounting Standards Board (GASB) issued Statement No. 45
Accounting and Financial Reporting by Employers for Postemployment
Benefits Other than Pensions in June 2004. This statement provides new
requirements for reporting the liabilities associated with retiree
healthcare costs. The Road Commission is required to implement the
requirements of this statement for the year beginning January 1, 2008. In
anticipation of this, the Road Commission had an actuarial valuation
performed for the healthcare benefits provided to retirees. Based on this
actuarial valuation, it is anticipated that the Road Commission will be
required to report a net other postemployment obligation and additional
expenses of $382,061, in its statements of net assets and activities for
the year ended December 31, 2008. There will be no additional liabilities
or expenses included in the fund financial statements or the budget.
Please refer to Note 12 of the financial statement notes for more
information.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Concluded)
For the Year Ended December 31, 2007
(Unaudited)

Contacting the Commission’s Financial Management

This financial report is designed to provide the motoring public, citizens
and other interested parties a general overview of the Road Commission'’s
finances and to show the Road Commission’s accountability for the money it
receives. If you have any questions about this report or need additional
financial information, contact Livingston County Road Commission’s
administrative offices at (517)546-4250, extension 116.



LIVINGSTON COUNTY RCAD COMMISSION
STATEMENT OF NET ASSETS
December 31, 2007

ASSETS

Cash and cash investments
Accounts receivable (Note 4):
State highway - other
Due on county road agreements
Due on special assessments
Sundry accounts
Inventories:
Equipment, fuel, materials and parts
Road materials
Capital assets net of accumulated depreciation (Note 5)

Total Assets

LIABILITIES

Current Liabilities:
Accounts payable
Due to State of Michigan
Wages payable
Interest payable
Long-term debt - due within one year (Note 8)
Total Current Liabilities

Noncurrent Liabilities:
Long-term debt - due after one year (Note 8)

Total Liabilities

NET ASSETS

Investment in capital fixed assets net of related debt
Restricted for County Road

Total Net Assets

$

15

2,696,497

1,895,906
374,028
123,124

29,295

462,897
728,712
120,028,500

126,338,959

145, 644
24,468
102,465
41,437
1,264,844

1,578,858

. 2,613,117

4,191,975

116,551,613
5,595,371

122,146,984

The Notes to Financial Statements are an integral part of this statement.



LIVINGSTON COUNTY ROAD COMMISSION

STATEMENT OF ACTIVITIES

For the Year Ended December 31,

Program Expenses:
Primary road
Local road
Primary road structures
Local road structures
Roadside parks
Administrative
Equipment - net
Infrastructure depreciation
Interest expense

Total Program Expenses
Program Revenue:
State grants
Federal grants
Charges for services
Contributions from local units
Interest income
Investment income
Other revenues
Total Program Revenue

Net Program Revenue

General Revenue:
Gain on eguipment disposal

Change in Net Assets
Net Assets - January 1, 2007

Net Assets - December 31, 2007

2007

4,428,649
4,694,409
16,524
26,390
4,531
B76,969
(35,636)
6,884,516
191,985

17,088,337

13,862,190
1,423,888
7,728
2,239,032
29,309
142,198
291,720

17,996,065

507,728

243,533

1,151,261

120,995,723

122,146,984

The Notes to Financial Statements are an integral part of this statement.



LIVINGSTON COUNTY ROAD COMMISSION
GOVERNMENTAL FUNDS
BALANCE SHEET

December 31, 2007

17

Special Debt
ASSETS Revenue Service Total
Cash and cash investments (Notes 2 and 3) 8 2,696,497 - 2,696,497
Accounts receivable (Note 4} :
State highway - other 1,895,906 - 1,895,906
Due on county road agreements 374,028 - 374,028
Due cn special assessments 123,124 - 123,124
Sundry accounts 29,295 - 29,295
Inventories:
Equipment, fuel, materials and parts 462,897 - 462,897
Road materials 728,712 - 728,712
Tctal Assets 8 6,310,459 - 6,310,459
LIABILITIES AND FUND EQUITY
Liabilities:
Accounts payable $ 145,644 - 145,644
Wages payable 102,465 - 102,465
Due to State of Michigan 24,468 - 24,468
Deferred revenue (Note 4) 482,991 - 482,991
Total Liabilities 755,568 - 755,568
Fund Equity:
Fund Balances:
Reserved for inventories 1,191,609 - 1,191,609
Unreserved:
Undesignated 4,363,282 - 4,363,282
Total Fund Equity 5,554,891 - 5,554,891
Total Liabilities and Fund Equity $ 6,310,459 - 6,310,459

The Notes tco Financial Statements are an integral part ot this statement.



LIVINGSTON COUNTY ROAD COMMISSION
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

For the Year Ended December 31, 2007

Total Governmental Fund Balance $ 5,554,891

Amounte reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not
financial resources and therefore are not
reported in the governmental funds. 120,028,500

Deferred revenue is not available to pay for current
period expenditures and therefore is not reported in
the governmental funds. 482,991

Accrued interest expense does not require the use of
current financial resocurces and therefore is not
reported as an expenditure in the governmental funds. (41,437)

Long-term liabilities are not due and payable in the
current period and therefore are not reported in the
governmental funds. (3,877,9€61)

Net Assets of Governmental Activities [ 122,146,984

The Notes to Financial Statements are an integral part of this statement.
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LIVINGSTON COUNTY ROAD COMMISSION
GOVERNMENTAL FUNDS

COMBINED STATEMENT OF REVENUES, EXPENDITURES

BND CHANGES IN FUND BALANCES

For the Year Ended December 31, 2007

Revenues:
State grants
Federal grants
Charges for services
Contributions from local units
Special assessments
Interest income
Investment income
Proceeds from sale of assets
Other revenues

Total Revenues

Expenditures:
Primary road
Local road
Primary road structures
Local road structures
Roadside parks
Equipment
Administrative
Net capital outlay (Note 6}
Debt service:
Principal retirement
Interest and fiscal charges

Total Expenditures

Excess {Deficiency) of Revenues over
(under} Expenditures

Other Financing Sources (Uses):
Proceeds from lease purchase agreement
Operating transfers in
Operating transfers out

Total Other Financing Sources (Uses)

Excess of Revenues and Other Sources
over Expenditures and Other Uses

Fund Balances - January 1, 2007

Fund Balances - December 31, 2007

$

19

Special Debt

Revenue Service Total
13,862,190 - 13,862,190
1,423,888 - 1,423,888
7,728 - 7,728
2,328,999 - 2,328,999
68,918 - 68,918
29,309 - 29,309
142,198 - 142,158
285,925 - 285,925
267,720 - 267,720
18,416,875 ~ 18,416,875
7,987,457 - 7,987,457
6,916,998 - 6,916,998
1,737,554 - 1,737,594
68,806 - 68,806
4,531 - 4,531
(35,636} - (35,636)
859,167 - 859,167
(248,127} - (248,127)
589,042 445,000 1,034,042
96,423 90,753 187,176
17,976,255 535,753 18,512,008
440,620 (535,753} (95,1233)
327,951 - 327,851
- 535,753 535,753
{§35,753) - (535,753)
(207,802} 535,753 327,551
232,818 - 232,818
5,322,073 - 5,322,073
5,554,891 - 5,554,891

The Notes t¢ Financial Statements are an integral part ot this statement,



LIVINGSTON COUNTY ROAD COMMISSION

RECONCILIATION OF THE COMBINED STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES OF GOVERNMENTAL

FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2007

Net change in fund balance - total governmental funds

Amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives as
depreciation expense. This is the amount by which capital
outlays exceeded depreciation in the current period.

Governmental funds report the gross proceeds from sales of
capital assets. However, the statement of activities

reports the gain or loss realized on the disposal of capital
assets. The differnce in the amocunts is the net book value
of the disposed assets.

Governmental funds do not report contributed infrastructure.
However, in the statement of activities, the in-kind revenue
from the receipt of the contributed infrastructure is
recorded as current year revenue.

Repayment of notes/leases payable is an expenditure in the
governmental funds, but reduces the long-term liabilities
in the statement of net assets.

Some expenses reported in the statement of activities do not
require the use of current financial resources and
therefore are not reported as expenditures in the
governmental funds:

Increase in interest expense

Increase in compensated absences

Proceeds from lease purchase agreements are not
considered current revenues in the statement of activities

Deferred revenues collected during the year are not
congidered current revenues in the statement of activities.

Change in Net Assets of Governmental Activities

The Notes to Financial Statements are an integral part of this

$

statement.
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232,818

412,240

(42,392)

24,000

1,034,042

(4,811)
(17,800)

(327,951)

(158, 885)

1,151,261
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LIVINGSTON COUNTY ROAD COMMISSION
FIDUCIARY FUND
STATEMENT OF NET ASSETS

December 31, 2007

ASSETS
Mutual funds $ 2,940,194
NET ASSETS
Held in trust for employee benefits $ 2,940,194

The Notes to Financial Statements are an integral part of this statement.



LIVINGSTON COUNTY ROAD COMMISSION

FIDUCIARY FUND

STATEMENT OF CHANGE IN NET ASSETS

For the Year Ended December 31,

Additions:
Net investment earnings
Employee contributions
Total additions
Deductions:
Asset fees
Employee withdrawals/transfers
Total deductions
Change in net assets

Net assets - January 1, 2007

Net assets - December 31, 2007

2007

229,167
147,681

376,848

12,839
101,352

114,191

262,657

2,677,537

2,940,194

The Notes to Financial Statements are an integral part ot this statement.
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LIVINGSTON COUNTY RCAD COMMISSION 23
NOTES TO FINANCIAL STATEMENTS
Note 1. REPORTING ENTITY AND BASIS OF PRESENTATION
Definition of the reporting entity:

Livingsteon County Road Commission, which is established pursuant
to the county road law (MCL 224.1), is governed by an appointed
three member Board of County Road Commissioners. The Road
Commission may not issue debt or levy a tax without the approval
of the Livingston County Board of Commissicners. If approval is
granted, Road Commission taxes are levied under the taxing
authority of Livingston County, as approved by the county
electors, and would be included as part of the County's total
tax levy, as well as reported in the Livingston County Road
Fund.

In accordance with generally accepted accounting principles and
Governmental Accounting Standards Board (GASB) Statement No. 14
The Financial Reporting Entity, these financial statements
present the Local Unit which is a component unit of Livingston
County. The criteria established by the GASB for determining the
reporting entity includes oversight responsibility, fiscal
dependency, and whether the financial statements would be
misleading if data were not included. Based on the above
criteria, the financial statements present Livingston County
Road Commission, a discreetly presented component unit of
Livingston County.

Basis of presentation:
Government-wide Financial Statements:

The government-wide financial statements, i.e. the Statement of
Net Assets and the Statement of Changes in Net Assets, report
information on all of the activities of Livingston County Road
Commission. There are two funds reported in the government-wide
financial statements, the Special Revenue Fund (which serves as
the general operating fund) and the Debt Service Fund. The
Special Revenue Fund is the only major fund.

The Statement of Net Assets presents Livingston County Rocad
Commission's assets and liabilities with the difference being
reported as either invested in capital assets, net of related
debt, or restricted net assets,

The Statement of Activities demonstrates the degree to which the
direct expenses of a given function or segment are offset by
program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program
revenues include the following:
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Note 1. REPORTING ENTITY AND BASIS OF PRESENTATION (Continued)
Bagis of presentation (continued):
Government-wide Financial Statements (concluded) :

1. Charges to customers or applicants who purchase, use,
or directly benefit from goods, services, or
privileges provided by a given function or segment,

2. Grants and contributions that are restricted to meeting
the operational or capital requirements of a particular
function or segment.

Taxes and other items are not considered program revenues and
are reported instead as general revenue.

Fund Financial Statements:

In order to ensure observance of limitations and restrictions
placed on the use of the resources available to Livingston
County Road Commission, the accounts are maintained in
accordance with the principles of fund accounting. This is the
procedure by which resources for variocus purposes are classified
for accounting and reporting purposes into funds which are
maintained in accordance with the activities or objectives
specified. A brief description of each of the types of funds, as
they apply to the Livingston County Road Commission, is noted
below.

Governmental Funds:
Governmental funds include the following fund types:

Special Revenue Fund: This fund is used to account for specific
revenues which are to be expended for sgpecific purposes as
dictated by legal, regulatory or administrative requirements.
The Road Commission Operating Fund is used to control
expenditures of Michigan Transportation Fund monies distributed
to the County which are earmarked by law for street and highway
purposes.

Debt Service Fund: This fund accounts for the accumulation of
resources for, and the payment of, interest and principal on
general long-term debt. This fund is being used to account for
the repayment of long-term debt used to finance Livingston
County Road Commission's current facility.
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Note 2.
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REPORTING ENTITY AND BASIS OF PRESENTATION (Concluded)
Basis of presentation (concluded):

Fiduciary Fund:

The fiduciary fund accounts for assets held by the government in a
trustee capacity on behalf of others. This fund is accounted for
using the accrual basis of accounting.

Trust Fund: This fund accounts for assets held by the
governmental unit in a trustee capacity for individuals. The only
trust fund of Livingston County Road Commission is an expendable
trust fund for deferred compensation of employees.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Livingston County Road Commission
conform to accounting principles generally accepted in the United
Stateg of America (GAAP) as applicable to governmental units. The
Governmental Accounting Standards board (GASB) is the standard-
setting body for govermmental accounting and financial reporting.
A summary of the significant accounting policies used by
Livingston County Road Commission is listed below.

Measurement Focus/Basis of Accounting:

The government-wide financial statements are reported using the
economic resgources measurement focus and the accrual basis of
accounting, as are the fiduciary fund financial statements.
Revenue is recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash
flows. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been
met.

Governmental fund financial statements are reported using the
current financial rescurces measurement focus and the modified
accrual basis of accounting. Revenue is recognized as soon as it
is both measurable and available. Revenue is congidered to be
available if it is collected within the current period or soon
enough thereafter to pay liabilities of the current period. For
this purpose, the government considers revenues to be available if
they are collected within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated
absences and claims and judgments, are recorded only when payment
is due.



NOTES TO FINANCIAL STATEMENTS (Continued) 26

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Measurement Focus/Basis of Accounting (concluded)

Michigan transportation funds, grants, permits, township
contributions, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and have
been recognized as revenue of the current fiscal period. All
other revenue items are considered to be available only when
cash is received by the government.

Cash and Cash Equivalents:

Cash and cash equivalents are considered to be cash on hand,
demand deposits and short-term investments with a maturity of
three months or less when acquired.

Investments:

Investments are stated at cost. Interest earned is recorded as
revenue when the investment matures or when credited, by the
financial institution, to the interest bearing account.

Inventories:

Inventories are stated at cost as determined using an average
costing method. Inventory items are charged to road
construction, equipment maintenance, repairs, and operations as
used. ‘

Capital Assets:

Capital assets, which include property, plant, equipment, and
infrastructure assets (e.g. roads, bridges and similar items),
are reported in the operating fund in the government-wide
financial statements.

Capital assets are defined by Livingston County Road Commission
as assets with an initial individual cost of $5,000 or more and
an estimated useful life in excess of two years. Such assets are
recorded at historical cost or estimated historical cost at the
time of purchase or construction. Donated capital assets and
donated infrastructure (dedicated roads) are recorded at
estimated fair market value at the date of donation.

Depreciation:

Depreciation is computed on the sum-of-the-years-digits method
for rocad equipment and the straight-line method for all other
fixed assets and for infrastructure.
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Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Depreciation (concluded):

The Uniform Accounting Procedures Manual for Michigan County
Road Commissions provides for recording depreciation in the
General Operating Fund as a charge to various expense accounts
and a credit to a depreciation credit account. Accordingly, in
the Fund Financial Statements, the annual depreciation expense
does not affect the available operating equity of the Special
Revenue Fund.

The depreciation rates are designed to amortize the cost of the
assets over their estimated useful lives as follows:

Building 30 to 50 years
Road equipment 5 to 8 years
Shop equipment 10 years
Engineering equipment 4 to 10 years
Office equipment 4 to 10 years
Yard and storage equipment 10 to 20 years
Infrastructure-roads 8 to 30 years
Infrastructure-bridges 12 to 50 years

Capitalized Interest:

There were no capitalized interest costs incurred by Livingston
County Road Commission during the year ended December 31, 2007.

Compensated Absences (Vacation and Sick Leave):

The estimated portion of the liability for vested vacation and
gick leave benefits attributable to Livingston County Road
Commission's governmental funds is recorded as an expenditure
and liability in the respective funds. The amount payable to
employees for compensated absences is included in the
government-wide financial statements. Please see Note 7 for more
detail.

Non-Exchange Transactions:

Livingston County Road Commission participates in veoluntary non-
exchange transactions with the Michigan Department of
Transportation in the form of contracted road construction
projects. The Road Commission records the revenue and
corresponding construction expense throughout the year as the
project completion vouchers are received. These amounts have
been included as infrastructure in the government-wide Statement
of Net Assets.

Long-term Obligations:

In the government-wide Statement of Net Assets, long-term debt
and other long-term obligations are reported as liabilities of
the Special Revenue Fund.
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Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fund Equity:

Reserves of fund equity in the Fund Financial Statements
represent portions of fund equity not appropriable for
expenditure or legally segregated for a specific future use.
Designated fund balances represent tentative plans for future
use of financial resources.

Use of Estimates:

The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues
and expenseg during the reporting period. Actual results could
differ from those estimates.

Deferred Compensation Plan:

Livingston County Road Commission offers all employees a
deferred compensation plan created in accordance with the
Internal Revenue Code, Section 457. Effective January 1, 1997,
the assets of the plan were transferred to a trust held in a
custodial account as described in IRC Section 457(g) for the
exclusive benefit of the participants {employees) and their
beneficiaries. In accordance with GASB Statement No. 32
requirements, the assets of the trust are reported in a
fiduciary fund and are not reflected in Livingston County Road
Commission's financial statements. The custodial account is held
by the custodian thereof for the exclusive benefit of the
participants and beneficiaries of this Section 457 plan and the
assets may not be diverted to any other use. The Administrator,
Nationwide Retirement Solutions, is agent of the employer for
purposes of providing direction to the custodian of the
custodial account, from time to time, as to the investment of
the funds held in the account, transfer of assets to or from the
account, and all other matters.

At December 31, 2007, the carrying amount and market value of
the investments of the deferred compensation plan held by
Nationwide Retirement Solutions was $2,940,194.

Budgets and Budgetary Accounting:

Budgetary procedures are established pursuant to PA 621 of 1978,
as amended, MCL 141.421, which requires the County Board of Road
Commissioners to approve a budget for the County Road Fund.
Pursuant to the Act, the Road Commission's managing director
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Concluded)
Budgets and Budgetary Accounting {concluded):

prepares and submits a proposed operating budget to the Board of
Road Commissioners for its review and consideration. The Board
conducts a public budget hearing and approves the budget. The
budget is amended as necessary during the year and all
amendments are approved by the Board. Appropriations lapse at
vear end. The budget is prepared on the modified accrual basis
of accounting, which is the same basis used for the fund
financial statements.

CASH AND CASH INVESTMENTS

Deposgits are carried at cost. The Livingston County Treasurer
handles investments for the Road Commission. Deposits of
Livingston County Road Commission are in the name of the
Livingston County Treasurer. Livingston County Road Commission
follows the same investment policy as Livingston County.
Livingston County's investment policy authorizes the County
Treasurer to invest in the following types of securities: bonds,
securities, and other obligations of the United States or an
agency or instrumentality of the United States; United States or
Federal agency obligation repurchase agreements; certificates of
deposit, savings accounts, deposit accounts, or depository
receipts of a financial institution; commercial paper rated at the
time of purchase at the two highest classifications established by
not less than two standard rating services and that matures not
more than 270 days after the date of purchase; bankers'
acceptances of United States banks; obligations of the state or
any of its political subdivisions that, at the time of purchase,
are rated as investment grade by not less than one standard rating
gservice; obligations described above if purchased through an
interlocal agreement under the urban cooperation Act of 1967, 1967
({Ex Sess) PA 7, MCL 124.501 to 124.512; investment pools organized
under the surplus funds investment pool act, 1982 PA 367, MCL
129.111 to 129.118; investment pools organized under the local
government investment pool act, 1985 PA 121, MCL 125.141 to
129.150. Livingston County Road Commission's deposits and
investments are in accordance with statutory authority and the
provisions of PA 20 of 1943.

The cash and cash investments of the Road Commission are subject
to various types of risk, which are examined in more detail below:

Custodial Credit Risk - deposits: Custodial credit risk is the
risk that in the event of a bank failure, the Road Commission's
deposits may not be returned to it. The Road Commission does not
have a deposit policy for custodial credit risk.

Interest Rate Risk: Interest rate risk is the risk that changes in
market interest rates will adversely affect the fair value of an
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CASH AND CASH INVESTMENTS (Concluded)

investment. Generally, the longer the maturity of an investment,
the greater the sensitivity of its fair value to changes in market
interest rates. The Road Commission's interest rate risk is
minimized because the Livingston County Treasurer only invests
Road Commission cash in short-term certificates of deposit and
holds the certificates to maturity.

Concentration of Credit Risk: The Road Commission follows the
investment policy of Livingston County. Livingston County's
investment policy requires that it shall diversify its investments
by security type and institution by allowing no more than 60
percent of the total investment portfolio to be invested in a
gingle security type, or with a single financial institution.
Livingston County Road Commission has no investments, as all of
its funds are deposited in certificates of deposit, savings
accounts, and checking accounts by the Livingston County
Treasurer.

At year end, Livingston County Road Commission had bank depcosits
of §3,218,050. The difference of $521,553 between the bank deposit
balance and the carrying value of $2,696,497 represents checks
written but not yet cashed at year end and petty cash.

Livingston County Road Commission's cash is combined with all of
Livingston County's cash and investments. Because of this, the
amount, if any, of Livingston County Road Commission funds that
are covered by federal depository insurance of $100,000 per
financial institution, is not determinable. Any balance not
covered by federal depository insurance is uninsured and
uncollateralized.

Neither the Road Commission nor Livingston County has experienced
a loss on investments due to bank failure. Therefore, the Road
Commission considers its custodial credit risk to be minimal.

ACCOUNTS RECEIVABLE/DEFERRED REVENUE

The accounts receivable {and deferred revenue) recorded in the
Road Commission's Statement of Net Assets (and the Balance Sheet)
can be summarized as follows:

Accounts Deferred
Receivable Revenue
State highway - other $1,895, 906 -
Due on county road agreements 374,028 359,867
Due on special assessments 123,124 123,124
Sundry accounts 29,295 -

$2,422,353 482,991
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Note 5. CAPITAL ASSETS

A summary of capital asset activity follows:

Balance Balance
January 1, 2007 Additions Deletions December 31, 2007

Capital Assets Not Being Depreciated:

Land and improvements $ 267,939 - - 267,939
Land easements/right of way 25,064,777 33,221 - 25,097,998
Subtotal 25,332,716 33,221 - 25,365,937

Capital Assets Being Depreciated:

Buildings 7,008,423 - - 7,008,423
Road egquipment 8,897,575 766,500 1,018,448 8,645,627
Shop equipment 195,200 13,529 - 208,729
Office equipment 460,872 73,183 - 534,055
Engineering equipment 110,472 - - 110,472
Yard and storage 71,497 - - 71,497
Infrastructure-roads 138,909,135 5,772,176 - 144,681,311
Infrastructure-bridges 13,753,931 1,763,486 - 15,517,417
Depletable assets 488,543 - - 488,543

Subtotal 169,895,648 8,388,874 1,018,448 177,266,074

Less Accumulated Depreciation:

Buildings 2,290,338 151,530 - 2,441,868
Road equipment 6,445,737 899,201 976,056 6,368,882
Shop equipment 183,748 4,508 - 188,256
Office equipment 382,631 33,870 - 416,501
Engineering equipment 85,992 6,377 - 92,369
Yard and storage 48,379 5,8%3 - 54,232
Infrastructure-roads 63,470,318 6,608,755 - 70,079,073
Infrastructure-bridges 2,567,584 275,761 - 2,843,345
Depletakble assets 118,985 - - 118,985
Subtotal 75,593,712 7,985,855 976,056 82,603,511
Net Capital Assets Being
Depreciated 94,301,936 403,018 42,392 94,662,563
Total Net Capital Assets $119,634,.652 436,240 42,392 12 28.50

The amount of depreciation (on all assets except infrastructure) distributed to the various
accounts of Livingston County Road Commission is as follows:

Equipment expense - direct $ 899,201

Equipment expense - indirect 168,268

Administrative 33,870

Total depreciation expense 51,101,339
Note 6. NET CAPITAL OUTLAY

In the Fund Financial Statements, Livingston County Road Commission follows the accounting
principle generally accepted in the United States of America for Road Commissions of charging
depreciation expense to various expenditure accounts as listed in Note 5. The offsetting entry
is to credit a depreciation account which is offset against capital outlay for report
purposes. Actual capital outlay and current depreciation for 2007 were $853,212 and $1,101,339
respectively, resulting in a net capital outlay credit of $248,127.

Note 7. ACCUMULATED VACATION AND SICK LEAVE
Vacation ig earned in varying amounts depending on the number of years of service of an
employee and is made available to the employee at the beginning of each calendar year, not to

exceed a total accumulation of 30 days.

Sick leave is accumulated at the rate of one day for each month of service, not to exceed a
total accumulation of 60 days.
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ACCUMULATED VACATION AND SICK LEAVE (Cconcluded)
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It is the policy of the Road Commission to pay unused vacation pay at death, retirement or

voluntary resignation up to an amount not to exceed 30 days; sick pay is payable up to 35 days
when an employee retires or dies. Board policy states that no payment is to be made for unused
sick leave upon separation of employment except by retirement or death.

Total accumulated vacation and sick leave has been recorded in the Statement of Net Assets. At
December 31, 2007, accumulated vacation and sick leave due to employees at retirement was

$191,803 and $202,722, respectively.

LONG-TERM DEET

The following is a summary of long-term debt transactions for the year ended December 31,

2007:
Balance
January 1,
2007

Net
Additions
{Deductions)

Balance
December 31,
2007

1995 capital lease payable to Livingston County, due

in variable semi-annual installments through

July 1, 2008, interest ranging from 4.25% to 5.8%,

liability shown net of interest $ 815,000
2001 capital lease payable to Livingston County, due

in variable semi-annual installments through

July 1, 2010, interest ranging from 3.2% to 4.35%,

liability shown net of interest 1,110,000
Special assessment payable, payable in annual

installments of $9,456 through 2008, including

interest at 8.08% 15,085
Livingston County, 1999 Michigan Transportation Fund

Noteg, dated August 1, 1999, payable in annual

ingtallments of $95,000 through 2009, plus interest

ranging from 5.0% to 6.49% 285,000
Livingston County, 2001 Michigan Transportation Fund

Notes dated July 1, 2001, payable in annual

installments of $170,000 through 2011, plus

interest ranging from 4.0% to 4.35% 850,000
Caterpillar Financial Services Corporation, capital

lease, due in annual installments of $8,748,

including interest at 3.0%, through 2006, remaining

balance due 2007, secured by equipment 122,155
Caterpillar Financial Services Corporation, capital

lease, due in annual installments of $31, 061,

including interest at 4.75%, through 2009, remaining

balance due 2010, secured by equipment 168,043
Caterpillar Financial Services Corporation, capital

lease, due in annual installments of $31,061,

including interest at 4.75%, through 2009, remaining

balance due 2010, secured by equipment 168,043
Caterpillar Financial Services Corpcration, capital

lease, due in annual installments of $31,061,

including interest at 4.75%, through 2009, remaining

balance due 2010, secured by equipment 168,043
Caterpillar Financial Services Corporation, capital

lease, due in annual installments of $31,061,

including interest at 4.75%, through 2009, remaining

balance due 2010, secured by equipment 168,043
Caterpillar Financial Services Corporation, capital

lease, due in annual installments of $58,882,

including interest at 3.50%, through 2006, remaining

balance due 2007, secured by equipment 56,745
Caterpillar Financial Services (Corporation, capital

lease, due in annual installments of $21,931,

including interest at 5.1%, through 2010, remaining

balance due 2011, secured by eguipment 163,364
De Lage Landen Public Finance, LLC, capital lease, due

in annual installments of $28,142, including interest

at 4.15%, through 2011, remaining balance due 2012,

secured by equipment -
De Lage Landen Public Finance, LLC, capital lease, due in

annual installments of $2,543, through 2011. Interest

accruing at 4.56%. Balance due in 2012, secured by

egquipment -
Accrued compensated absences 376,725

{445, 000)

(8,541)

(95,000)

(170,000)

{122,155)

(23,079)

(23,079)

(23,079)

(23,079)

(56,745)

(13,599)

196,460

100,807
17,800

470,000

1,110,000

6,548

1380, 000

680,000

144,964

144,964

144,964

144,964

149,765

196,460

100,807
394,525

54 250

(688,289)

3,877,961
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Note 8. LONG-TERM DEBT (Concluded)

The current and long-term portions of Livingston County Road
Commission's long-term debt are summarized below:

Due within Due after

one year one year
1995 capital lease payable to
Livingston County S 470,000 -
2001 capital lease payable to
Livingston County ~ 1,110,000
Special assessment payable 6,548 -
Livingston County, 1999 Michigan
Transportation Fund Notes 95,000 95,000
Livingston County, 2001 Michigan
Transportation Fund Notes 170,000 510,000
Caterpillar Financial Services
Corporation, capital lease 24,175 120,789
Caterpillar Financial Services
Corporation, capital lease 24,175 120,789
Caterpillar Financial Services
Corporation, capital lease 24,175 120,789
Caterpillar Financial Services
Corporation, capital lease 24,175 120,789
Caterpillar Financial Services
Corporation, capital lease 14,293 135,472
De Lage Financial Services, LLC,
capital lease 19,832 176,628
De Lage Financial Services, LLC,
capital lease (2,054) 102,861
Accrued compensated absences 394,525 -
$1,264,844 2,613,117

The annual requirements to amortize all debt outstanding as of

December 31, 2007 (plus interest payments of $378,959 are as
follows:
2008 $1,264,844
2008 944,842
2010 1,151,949
2011 294,772
2012 221,554
$3,877,961

Aggregate maturities of the capital lease obligations are shown in
Note 3.

As of December 31, 2007, Livingston County Road Commission was not
liable for any short-term debt.
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CAPITAL LEASE COBLIGATICNS

Livingston County Road Commission entered into a long-term lease
agreement with Livingston County for financing construction of a
new facility for the Road Commission. The lease provides for semi-
annual paymentsg in amounts sufficient to meet annual debt service
requirements on bonds issued by the Livingston County Building
Authority. The bonds have been pledged with the full faith and
credit of Livingston County. The Livingston County Building
Authority leases the building to Livingston County which,

in turn, sub-leases the building to the Road Commission. The Road
Commission is responsible for all costs asscciated with the
building including repairs, maintenance, assessments and
utilities. Since the lease is a financing arrangement which
transfers ownership of the facility to the Road Commission at the
conclusion of the lease term, related transactions have been
recorded in the appropriate funds. Debt service payments on the
long-term debt are recorded in the Debt Service Fund.

Lease obligations are reported in the Statement of Net Assets.
Capital outlay for the new facility is included in the Capital
Assets as follows:

Fixed Asset Accounts:

Land 5 70,070
Buildings 6,113,249
Shop equipment 96,162
Office equipment 135,011
Engineering eqguipment 12,333
Yard and storage 20,909
Total fixed asset accounts 6,447,734

Accumulated Depreciation:

Buildings 2,191,888
Shop equipment 96,162
OCffice equipment 135,011
Engineering equipment 12,333
Yard and storage 20,909
Total accumulated depreciation 2,456,303

Net capital lease assets $3,991,431
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CAPITAL LEASE OBLIGATIONS (Continued)

Future minimum lease payments to be paid by Livingston County Road
Commission to Livingston County for the building capital lease are
as follows:

2008 $ 533,580
2009 594,950
2010 590,425
Total minimum lease payments 1,718,955

Less amounts representing interest,
4.5% to 5.8% 138,955

Present wvalue of future minimum
lease payments (included in Note 8) $1,580,000

During 2005, Livingston County Road Commission entered into five
capital lease agreements with Caterpillar Financial Services
Corporation for the lease of five motor graders. The lease
agreements will transfer ownership of the equipment to Livingston
County Rcocad Commission at the end of the lease terms.

During 2006, Livingston County Road Commission entered into a
capital lease agreement with Caterpillar Financial Services for
the lease of a motor grader. The lease agreement will transfer
ownership of the equipment to Livingston County Road Commission at
the end of the lease term.

During 2007, Livingston County Road Commission entered into two
capital lease agreements with De Lage Landen Public Finance, LLC
for the lease of two motor graders. The lease agreements will
transfer ownership of the eguipment to Livingston County Road
Commission at the end of the lease terms.

Capital outlay for the motor graders is included in the Livingston
County Road Commission government-wide Statement of Net Assets in
the amount of $1,525,128. Accumulated depreciation on the motor
graders at year end was $611,763, resulting in a net book value of
$913,365.
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Note 9. CAPITAL LEASE OBLIGATIONS (Concluded)

Future minimum lease payments to be paid by Livingston County Road
Commission on the leased equipment are as follows:

2008 5 176,860
2009 176,860
2010 452,617
2011 140,687
2012 234,287
Total minimum lease payments 1,181,311

Less amounts representing interest
at 3.0% to 5.1% 154,424

Present value of future minimum
lease payments (included in Note 8) $1,026,887

Note 10. PENSION PLAN
A. Plan Description

Livingston County Road Commission participates in the Municipal
Employees' Retirement System of Michigan (MERS), an agent
multiple-employer defined benefit pension plan. The system
provides the following provisions: normal retirement, deferred
retirement, service retirement allowance, disability retirement
allowance, nonduty-connected death and postretirement
adjustments to plan members and their beneficiaries. The
service requirement is computed using credited service at the
time of termination of membership multiplied by 2.25 percent
times the final average compensation (FAC), with a maximum
benefit of 80 percent of FAC. The most recent period for which
actuarial data was available was for the fiscal year ended
December 31, 2006.

MERS wasg organized pursuant to Section 12a of Act #156, Public
Acts of 1851 (MSA 5.333(a); MCLA 46.12(a)), as amended, State
of Michigan. MERS is regulated under Act No. 427 of the Public
Acts of 1984, sections of which have been approved by the State
Pension Commission. MERS issues a publicly available financial
report that includes financial statements and required
supplementary information for the system. That report may be
obtained by writing to the MERS at 1134 Municipal Way, Lansing,
Michigan 48%517.
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PENSION PLAN {(Concluded)

Funding Policy

The obligation to contribute to and maintain the system for
these employees was established by negotiation with the
Livingston County Road Commission's competitive bargaining unit
and personnel policy, which does not require employees to
contribute to the plan. Livingston County Road Commission is
required to contribute at an actuarially determined rate.
During 2006, the rate was 12.66%. The rate was based on the
2004 actuarial valuation. Effective January 1, 2007, the rate
decreased to 12.46% based on the 2005 actuarial valuation.

Annual Pension Cost

During the fiscal year ended December 31, 2006, Livingston
County Road Commission's contributions totaling $425,087 were
made in accordance with contribution requirements determined by
an actuarial valuation of the plan as of December 31, 2004. The
employer contribution rate has been determined based on the
entry age normal cost funding method. Under the entry age
normal cost funding method, the total employer contribution is
comprised of the normal cost plus the level annual percentage
of payroll payment required to amortize the unfunded actuarial
accrued liability over 30 years. The employer normal cost is,
for each employee, the level percentage of payroll contribution
(from entry age to retirement) required to accumulate
gufficient assets at the member's retirement to pay for his
projected benefit. Significant actuarial assumptions used
include a long-term investment yield rate of 8 percent and
annual salary increases of 4.5 percent based on an age-related
scale to reflect merit, longevity, and promotional salary
increases.

Three Year Trend Information

Net
Pension
Obligation
None
None
None

Annual
Pension
Cost (APC)
$5376,746
355,430
425,087

Year

Ended
December 31

2004

2005

2006

Percentage
of APC
Contributed
100%

100
100

Required Supplementary Information - Schedule of Funding
Progress

UAAL as a
Percent of
Covered
Payroll

Actuarial
Accrued
Liability

(AATL)

Underfunded
AAT
(URAL)

Actuarial
Value of
Assets

Funded
Ratio

Covered
Payroll

12/31/04
12/31/05
12/31/06

$11,937,158
12,540,449
13,402,826

$14,575,528
14,941,095
14,998,828

$2,638,370
2,400,646
1,596,002

B81.9%
83.8
89.4

$3,674,265
3,507,511
3,376,715

71.8%
€68.4
47.3
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RISK MANAGEMENT

Livingston County Road Commission is exposed to various risks of
loss related to property loss, torts, errors and omissions, and
employee injuries, as well as benefits provided to employees. The
Road Commission participates in the Michigan County Road
Commission Self-Insurance Pool for general liability, auto
liability, errors and omissions, building and contents, egquipment
physical damage, and employee benefit programs. The employee
benefits program provides coverage for group life insurance,
group accident or health insurance, workers' compensation,
unemployment, and disability insurance. In addition, the Road
Commission has purchased a commercial health insurance policy to
cover medical and sick benefits. The Road Commission is insured
for environmental cleanup losses relating to the underground fuel
storage tanks. The Road Commission is uninsured for acts of God.

The Michigan County Road Commission Self-Insurance Pool operates
as a common risk-sharing management program for road commissions
in Michigan. Member premiums are used to purchase insurance
coverage and pay member claims in excess of deductible amounts.
The Road Commission currently has a $1,000 deductible for each
automobile liability occurrence, $2,500 deductible for each error
and omission liability occurrence, and a $5,000 deductible for
each and every loss incurred on the remaining lines of coverage.
The risk pool's coverage will pay losses up to $10,500,000 per
occurrence. Any liability for losses which exceed this amount
would remain with the Road Commission. Livingston County Road
Commission has never incurred any losses which have exceeded the
insured amount; therefore, an adjustment for incurred but not
reported claims has not been accrued.

OTHER POSTRETIREMENT BENEFITS

In addition to the pension benefits described in Note 10, the
Road Commission provides postretirement health care benefits to
all employees who retire from the Road Commission, in accordance
with the agreement between the Board of County Road Commissioners
and the American Federation of State, County, and Municipal
Employees Council #25 AFL-CIO Local #1071. There are no
separately issued financial statements.

The Road Commission provides health insurance coverage for
retirees on a "pay as you go" basis. There is no obligation to
make contributions in advance. If spousal coverage is elected,
the retiree must bear the cost of the insurance premiums for the
spouse. The spouse may continue to have coverage through the Road
Commission after the death of the retiree, but must bear the
entire cost of the insurance premium. Currently, there are
thirty-seven retirees. Expenditures for postretirement health
insurance are reccgnized when the premiums are paid. In the fund
financial statements, expenditures of $355,626 were recognized
during 2007 for postretirement health insurance premiums.
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OTHER POSTRETIREMENT BENEFITS (Continued)

This amount is net of retiree reimbursements for spousal coverage
during 2007 of $99,3595.

For the year beginning January 1, 2008, the Road Commission has
estimated the cost of providing retiree healthcare benefits
through an actuarial valuation as of December 31, 2006. The Road
Commission’s annual other postemployment benefit (OPEB) cost
(expense) has been calculated based on the annual required
contribution of the employer (ARC). The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover
normal cost each year and to amortize any unfunded liabilities
(or funding excess) over a period not to exceed thirty years.

Bagsed on the results of the actuarial wvaluation, the Road
Commission will have an annual required contribution of $737,687
for the year beginning January 1, 2008. The Road Commission
estimates that payment of premiums (net of the reimbursements for
spousal coverage) will be comparable to the amcunt paid for 2007.
This will result in the Road Commission recognizing a net other
postemployment benefit obligation (the difference between the ARC
and the amount actually paid) of approximately $382,0861 for the
year ended December 31, 2008.

As of December 31, 2006, the actuarial accrued liability for
benefits was $12,069,831, all of which was unfunded. The covered
payroll (annual payroll of active employees) was $3,376,715 and
the ratic of the unfunded actuarial accrued liability to the
covered payroll was 357.44 percent.

The projection of future benefit payments for an ongoing plan
involves estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far
into the future. Examples include assumptions about mortality and
the healthcare cost trend. Amounts determined regarding the
annual required contributions of the employer are subject to
continual revision as actual results are compared with past
expectations and new estimates are made about the future. Multi-
year trend information will not be available until the year ended
December 31, 2010.
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OTHER POSTRETIREMENT BENEFITS (Concluded)

Projection of benefits for financial reperting purposes are based
on the substantive plan (the plan as understood by the employer
and plan members) and include the types of benefits provided at
the time of each valuation and the historical pattern of sharing
of benefit costs between the employer and plan members (retirees)
to that point. The methods and assumptions used include
techniques that are designed to reduce the effects of short-term
volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the
calculations.

In the December 31, 2006 actuarial valuation, the individual
entry-age actuarial cost method was used. The actuarial
assumptions used include a 4.5% investment rate of return per
year, compounded annually net after investment expenses, a rate
of salary increase between 4.8 percent and 12.9 percent, and
health cost increases between 4.5 percent and 11.0 percent

The actuarial accrued liability is being amortized as a level
percentage of active member payroll. The remaining amortization
period at December 31, 2006, was thirty years.

CONTINGENT LIABILITIES

Livingston County Road Commission has been served in civil actions
brought against it seeking damages from matters within the
geographical limits of Livingston County. In the opinion of the
administration and its corporation counsel, the settlement of
these civil actions should have no material effect upon the
financial position of the Road Commission.

LEASE AGREEMENT WITH LIVINGSTON COUNTY

During 2002, Livingston County Road Commission entered into an
agreement to lease land to Livingston County for the purpose of
constructing an ambulance station on Livingston County Road
Commission premises. The lease agreement is for a term of twenty
years, with the coption to renew for an additional twenty years at
the lessee’s sole option and an additional twenty years beyond
that upon mutual agreement by both parties. Lease income for the
lease term is $1 per year.
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EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN BUDGETARY FUNDS

P.A. 621 of 1978, section 18(1), as amended, provides that a local
unit shall not incur expenditures in excess of the amount
appropriated.

The approved budget of Livingston County Road Commission is
adopted to the activity level. During the year, expenditures
incurred in excess of amounts appropriated were as follows:

Total Amount of Budget
Activity Level Appropriations Expenditures Variance
Local road 56,896,649 6,916,998 20,349
Capital outlay (256,353) (248,127) 8,226
Debt service 685,177 685,465 288

FEDERAL GRANTS

The Michigan Department of Transportation (MDOT) requires that
road commissions report all Federal and State grants pertaining to
their county. During the year ended December 31, 2007 the Federal
grantgs received and expended by the Road Commission were
$1,423,888 for contracted projects. Contracted projects are
defined as projects performed by private contractors paid for and
administrated by MDOT. These contracted projects are included in
MDOT's single audit. Livingston County Road Commission is not
subject to single audit requirements.
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Final Variance -
Original Amended Favorable
Budget Budget Actual (Unfavorable)
State Grants:
Michigan Transportation Fund
Engineering S 10,000 10,000 10,000 -
Primary urban road 1,220,070 1,242,726 1,242,726 -
Local urban road 595,484 612,998 612,997 (1)
Primary road 6,934,287 7,099,736 7,099,736 -
Local road 3,129,462 3,216,595 3,216,596 1
Highway construction -
critial bridge 1,224,765 1,391,553 1,391,553 -
Economic development 303,092 288,583 288,583 -
Federal Grants - Secondary roads 1,357,416 1,423,888 1,423,888 -
Charges for Services 10,000 7,728 7,728 -
Contributions:
Local units 655,967 2,271,807 2,328,999 57,192
Private sources - 90,186 10,029 (80,157)
Special Agsessments 66,946 68,918 68,918 -
Interest Income 39,000 29,309 29,309 -
Investment Income 90,000 142,198 142,158 -
Proceeds from Disposal of Assets 150,000 285,925 285,925 -
Other Revenues:
Permits 80,000 78,286 78,286 -
Maps - 4 4 -
Miscellaneous 3,000 30,068 179,400 149,332
Total Revenues $ 15,869,489 18,290,508 18,416,875 126,367




Proceeds from lease
purchase agreement

Total Revenues and
Other Financing Sources

Fund Balances - January 1, 2007

Total Budget

LIVINGSTON COUNTY ROAD COMMISSION

STATEMENT OF OTHER FINANCING SOURCES

BUGETARY COMPARISCON SCHEDULE

SPECIAL REVENUE FUND
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For the Year Ended December 31, 2007
Final Variance -
Original Amended Favorable
Budget Budget Actual {(Unfavorable)
- 327,951 327,951 -
15,869,485 18,618,459 18,744,826 126,367
1,998, 646 1,998,646
17,868,135 20,617,105

$
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Final Variance -
Original Amended Favorable
Budget Budget Actual Unfavorable
Primary Road:
Heavy maintenance $ 3,283,415 3,600,000 3,526,077 73,923
Routine maintenance 3,800,000 4,389,606 4,461,380 (71,774)
7,083,415 7,989,606 7,987,457 2,149
Local Road:
Heavy maintenance 566,000 2,500,000 2,457,340 42,660
Routine maintenance 4,350,000 4,396,645 4,459,658 (63,009)
4,516,000 6,896,649 5,916,998 {20,349)
Primary Road Structures:
Heavy maintenance 1,524,454 1,800,000 1,733,751 66,209
Routine maintenance 30,000 3,903 3,803 100
1,554,454 1,803,503 1,737,594 66,309
Local Road Structures:
Heavy maintenance 94,600 57,888 42,416 15,472
Routine maintenance 25,000 27,081 26,390 691
119,600 B4,5689 68,806 16,163
Roadside Parks:
Maintenance 11,000 4,649 4,531 118
Equipment Expense - Net
Direct 1,560,596 1,970,860 1,970,860 -
Indirect 1,622,330 1,309,880 1,000,484 309,396
Operating 469,200 465,109 465,109 -
Less: Equipment rental (3,200,000} (3,671,430} {3,472,089) {199,341)
452,126 74,419 (35,636) 110,055
Adninistrative Expense 1,114,459 981,759 859,167 122,592
Capital Outlay - Net
Capital outlay 443,200 853,213 853,213 -
Less: Depreciation and depletion {(1,000,000) {1,109,566) (1,101,340) {8,226)
(556,800) {(256,353) {248,127} (8,226)
Debt Service:
Principal retirement 564,587 590,947 589,042 1,805
Interest and fiscal charges 95,452 94,230 96,423 {2,193}
660,479 685,177 685,465 {288)
Total Expenditures $ 15,354,733 18,264,778 17,976,255 288,523
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Final Variance -
Original Amended Favorable
Budget Budget Actual {Unfavorable)
Cperating Transfer Out:
Debt Service Fund $ 548,020 535,503 535,753 {250)
Total Expenditures and
Other Financing Uses 15,802,753 18,800,281 18,512,008 288,273
Fund Balance -
December 31, 2006 1,965,382 1,816,824

Total Budget $ 17,868,135 20,617,105
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Primary Local County Road
Road Road Commission
Fund Fund Fund Total
Total Revenues 3 11,715,835 6,317,401 707,590 18,744,826
Total Expenditures 10,396,595 7,504,054 611,315 18,512,008
Excess (Deficiency) of Revenues over
{under) Expenditures 1,323,240 (1,186,693} 96,271 232,818
Fund Balance - January 1, 2007 3,241,783 - 2,080,290 5,322,073
Interfund Transfers (1,148,924) 1,186,693 {(37,769) -
FPund Balance - December 31, 2007 3 3,416,089 - 2,138,792 5,554,891




State Grants:
Michigan Transportation Fund:
Engineering
Urban road
Allocation
Highway construction - critical bridge
Economic development
Federal Grants:
Secondary
Bridge
Charges for Services
Contributions from Local Units
Contributions from Private Sources
Special Assessments
Interest Income
Investment Income
Proceeds from Disposal of Assets
Other Revenue:
Permits
Maps
Miscellaneous

Total Revenues

Other Financing Sources:
Proceeds from lease purchase agreement

Total Revenues and
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ANALYSIS OF REVENUES AND OTHER FINANCING SOURCES
SPECIAL REVENUE FUND
For the Year Ended December 31, 2007
Primary Local County Road
Road Road Commission
Fund Fund Fund Total
$ 6,890 3,110 - 10,000
1,242,726 612,997 - 1,855,723
7,099,736 3,216,596 - 10,316,332
1,391,552 - - 1,391,552
288,583 - - 288,583
1,273,191 150,697 - 1,423,888
- - 7,728 7,728
- 2,328,999 - 2,328,999
10,029 - - 10,028
68,918 - - 68,918
10, 259 - 19,050 29,309
- - 142,198 142,158
- - 285,925 285,925
- - 78,286 78,286
- - 4 4
- 5,002 174,399 179,401
11,391,984 6,317,401 707,590 18,416,875
327,851 - - 327,951
$ 11,715,835 6,317,401 707,590 18,744,826

Other Financing Sources




Primary Road:
Heavy maintenance
Maintenance

Local Road:
Heavy maintenance
Maintenance

Primary Road Structures:
Heavy maintenance
Maintenance

Local Road Structures:
Heavy maintenance

Maintenance

Roadside Parks:
Maintenance

Equipment Expense - Net

Administrative Expense

Capital Cutlay - Net

Debt Service:
Principal retirement

Interest and fiscal charges

Total ExXpenditures

LIVINGSTON COUNTY ROAD COMMISSION
BANALYSIS OF EXPENDITURES

SPECIAL REVENUE FUND
For the Year Ended December 31, 2007
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Primary Local County Road
Road Road Commission
Fund Fund Fund Total
s 3,526,077 - - 3,526,077
4,461,380 - - 4,461,380
- 2,457,340 - 2,457,340
- 4,459,658 - 4,459,658
1,733,791 - - 1,733,791
3,803 - - 3,803
- 42,416 - 42,416
- 26,390 - 26,390
4,531 - - 4,531
(14,033} {20, 966) {637) (35,636)
489,911 369, 256 - B59,167
- - (248,127) (248,127)
95,000 170,000 769,042 1,034,042
96,135 - 91,041 187,176
S 10,396,595 7,504,094 611,319 18,512,008
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June 3, 2008

To the Board of County Road Commissioners,
Michael Craine, Managing Director, and
Donald Kuchnicki, Director of Finance and Policy of
Livingston County Road Commission

Livingston County, Michigan

In planning and performing our audit of the financial statements
of Livingston County Road Commission for the year ended December 31,
2007, we considered its internal control in order to determine our
auditing procedures for the purpose cof expressing our opinion on the
financial statements and not to provide assurance on the internal
centrol.

However, during our audit we became aware of several matters
that are opportunities for strengthening internal contreols. The
memorandum that accompanies this letter summarizes cur comments and
recommendations regarding those matters. This letter does not affect
our report dated June 3, 2008, on the financial statements of
Livingston County Rcad Commission.

We will review the status of these comments during our next
audit engagement. We have already discussed many of these comments
and recommendations with variocus Rcoad Commission personnel, and we
will be pleased to discuss them in further detail at your
convenience, to perform any additional study of these matters, or to
assist you in implementing the recommendations.

Yours truly,

BREDERNITZ, WAGNER & CO., P.C.
OI‘GZ.

Clum, CPA, CGFM
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STATUS OF PRIOR YEARS' RECOMMENDATIONS
BUDGETING
We noted some expenditures in excess of the budgeted amcunts. This is

contrary to Public Act 621 which requires that budgeted expenditures be
equal to or exceed actual expenditures.

Status: There was no change in this condition.

PAYROLL

During payroll testing, we noticed that payroll deductions and withholdings
do not match the information in the payroll file for some employees.

Status: This condition has been addressed. The Road Commission needs to
continue its diligence in ensuring that all information (W-4's, MI W-4's,
wage rates, deductions, etc.) in the personnel payroll files is complete
and up-to-date.

COMPUTER CONTROLS

We noted a few instances in which revenues were recorded in expense
accounts and expenses were recorded in revenue accounts.

Status: This condition appears to have been corrected. No instances were
noted during the current year audit.

INTERNAL CONTROLS

We noted that the pay rate used to calculate the accrued sick and vacation
liability was too high.

Pay raises became effective January 1, 2007. The first payroll in January
2007 (which covered part of December 2006 and January 2007) was used to
calculate the December 31, 2006 accrued sick and vacation liability.
However, because this pay period contained 2006 and 2007 rates of pay, the
"average" rate of pay for that pay period was too high. The accrued sick
and vacation liability needs to be determined using the pay rates in effect
on December 3157,

Status: This condition has been corrected.
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STATUS OF PRIOR YEARS' RECOMMENDATIONS (continued)
INTERNAL CONTROLS

While in the process of converting to the new Precision software, current
vendors and vendors with transaction history were deleted.

In order to aid the Road Commission in account analysis, the deleted vendor
information should be restored.

Status: This condition has been corrected. The deleted vendors were

restored.

We noted that some revenues, expenses, and General Long Term Debt Account
Group activity were not classified correctly.

Every effort should be made to ensure that all items are recorded in the
proper accounts. This will aid in financial reporting, analysis, and
budgeting.

Status: This condition has improved.

We noted that the fees charged on the direct deposit account were not
recorded.

In order to have an accurate cash balance on the distribution report, the
fees charged on the direct deposit account need to be recorded.

Status: This condition has been corrected.

During 2006, it was discovered that an underpayment of principal on the
White Lake Special Assessment District had occurred, resulting in an
overpayment cof interest. This interest overpayment has been applied towards
the principal balance.

In order to prevent any further overpayments of interest on the White Lake
Special Assessment, all early pay-offs will need to determined on a case-
by-case basis. We are available to provide assistance in this area.

Status: This situation has been addressed and is being mconitored closely by
the Road Commission to prevent any further over/underpayments.
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Livingston County Road Commission
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STATUS OF PRICR YEAR RECOMMENDATIONS {concluded)

FINANCIAL REPORTING

For the year ended Decembér 31, 2008, the Road Commission will become
subject to the disclosure requirements of GASB Statement Nc. 45.

Under the requirements of GASB Statement No. 45, the Road Commission will
need to disclose the unfunded liability for other post-employment benefits
(health benefits) due to retirees and current employees eligible for post-
employment benefits after their retirement. For the disclosure requirement
to be met, the Road Commission will need an actuarial determinaticn of the
unfunded liability or will need to calculate the unfunded liability using
the alternative measurement method available tc those entities that have
less than 100 participants. Road Commission personnel have made contact
with an actuary to begin this process.

Status: The Road Commissicn has addressed this issue. An actuarial
valuation was performed using amount from the year ended December 31, 2006.
The Road Commission has disclosed in the financial statement notes for the
year ended December 31, 2007, the approximate amount of net other
postemployment benefit cobligation that will need to be recognized in the
government -wide financial statements for the year ended December 31, 2008.

CURRENT YEAR RECOMMENDATIONS

For the year ended December 31, 2009, the Rcad Commission will be required
tc make the first of two capital lease payments to Livingston County.

Under the terms of the lease entered into during 2001, the Road Commission
was only required to make the interest payments between 2001 and 2008. The
principal payments will be due in tweo installments in 2009 and 2010. When
the Road Commission is preparing the budget for 2009, a provision for the
payment due in 2009 will need to be included.



